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Weokly Intelligence Summary No. 26
SECTION 1. SULIARY OF TRENDS AND DEVELOPMERTS

. Ine Bolgrade Conferonce has resulted in o completely Soviets '
dominated regime for the Demubs, thus demonstrating the Kremlin's
detormination to exclude Western influonce from Eastern Rurope and
impress the Satellites v th Soviet power.

. The freight oar ezchengs problem in Western Burope is further
complicated by a stiffening French attitudc. -

The %diip Argentine” policy of tho Poron Administration, re-
quiring the use of Argentino-flag vessels for at lemst 50 porcent
of Argentine exporte, has adversely affected US sripping operations.
if this policy is directed equally ageinst all foreign vessele, e
| . howaver, US shipping lines will still account for & sufficiently
= importent part of Argentine traffic to maintein acheduled operations.

, | )

| The rosent agresment between Bi.zon!la. and Gormen euthorities
‘ : to purchage 17,000 new froight cars outside of Germany has hit a

mag due to & lack of ECA funds. This complication will further
delay the rehabilitation of Wostern German transportation,

Tho Czechosl ovek Ministry of Bationsl Defense hat eontinued
furnishing fuel forthe gir Gtransport of munitions to Palestine dospite
/ an acute shortege of aviation gasoline within Czechoslovelde, thus
revealing the oconcmic end political importance to the Czechoslovek
Govarment of continued c¢landsstine arms shipments.
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The French have acceded to US. representations and egreed

| mot only to deley delivery to Bulgaria of seven esmall airceraft,

but also to refuse any request for sele of twin-engine types
in whieh };he Bulgarians are seld to bo interestod. :

Chine hegs formally notified tho USSR that it now desires to
torminate the Sino-Soviet air agreement of 1989, providing f{or a - .
Jjoint monopoly of air operations between Alma: Ata in the USSR and
veriouc points in Sinkieng Province. '

-

The contimeing US~Paruvian civil aviation dispute may have
sarious repercussions. The dispute prose cut of the Peruvian E
sugpension of Braniff Airwaya' operating permit, on the ground
that Brmiff was making an unsuthorized stop at Habma. WHo arreos
nent was reached during the recent consultations, whioh wers suse-
pesded on 26 July with inconclusive results. The US now proposas

that the dispute be referred to a mitually satisfactory arbiiral
tribunal, .

‘Peru has olco indicate Lteflesire to invoke inter-goverumental
consultation on the Peruvien oontention that the respestive
capacitios of services now boing offored between the US md Peru

. by two US airlines>and ons Poruvian & rline diould be reconsiderod,

Peru's actiorn in sttompiing to revoke rights provioualy granted

to US aizlings 415 belioved to be the result of strong politicsl
pressure from the Peruviem netionsl-flag airline. Although the

U3 is willing to enter into consultetion at my timg, it bolieves
that the capacity issue is premature, md thah%”ﬁ.'z?; .avant serves
an entirely different srea of the US than Peruvien Intornational.
Proposals aubmitted by Peru on both the route and capleity questicns
have thus far been unscceptable to the US.

The probable necessity of protracted'ﬁegotiations could result

in considorablé ill-will on both sides with consequent adverse
effect on US political and aviation relations in Latin America,

s;enf'r.

1
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" The Bolprade Conference, which resulted in adoption of &
completely Soviet-dominated ropime For The Damube, has demonstrated
%ﬁe poiicy tho USSR will prosumably foliow in future international
discussions vhere it holds the whiphand, The Soviet action in
ebrogating long-stending treaties, its rejection of proposed
arbitration before the Internationel Court of Justice, its willinp-
noess to repudiate finenoial obligations, and its complete disrsgard
of the will of the minority, highlighted Soviet oonference tactics.
In the foregoing respects, and in the indifPerence which the USSR
demonstrated toward the  claims of smeller Wostern naticns, the Eremlin
has indicated that it is determined to exclude Westorn influence
from Eastorn Europe and ©c¢ impress ths Satellitecs with Soviet
power aven at the cost of increased mtagonism and probable
cmbarrassment to Communist minorities in Itely, Pramce ard Austria.

50X1

In view of the Boviet desire to gain entry along the Dsnubs
in the Allied gones above Mauthausen, thus extending Soviet influence
further into Austria s d Germany, and the interest of the West in
rehabilitating traffic along the entire wetersmy, it is likely that
there w 11 be further diseussions councerning freedom of navigation
on the river. Such discussions would, however, place the USSR in
tho difficult position of either absndoning its past policy of
rofusing to dllow free navigation botweon the upper Danube and the
Soviet-controlled sectors, or admitting’that the new convention,
despite its lenguage, does not in fect allow free access to all
nations but is intended to continuo exclusion of the Wost from the
lower Dambe,

he dead-locked Furopean freight car tan e, after three yoars
of controversy, is still unresolved, largely due to a markedly
gtiffened French attitude in recent weeks. Apparently not satis-
fied with the number of new froight ears vhich it will roceiws
fronm direct ECA allocations, France is attempting to improve its
" rolling stock position still furthor by hard trading with Bizonia
ovor the exchenge of old German cars in France againet French cars
in Bironia. In spite of an agreement concluded esrlior this year,
French reilway authorities have not fulfilled their obligation to
send 23,000 Reichsbahn cars back to Gormeny against the..like
number of French cars which have been circulgting in Bigonie under
Allied control. The Fremch are now hinting that thoy msiy even
demend remtal for the use of Fremch cars in Germany, At the sane
* time, France is trying to blook the allocation of new freight cars

SECRET
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to (ormeny, on the grounds thet sach nsw‘oquipment ghould go to
France in peyment for the old Reichsbahn cars vhich France would
then roleasc to Bizonia.

In addition {0 the dfficulties caused by the Fronch attituds,
the total tronsportation potential of Western Eurcpe has suffered
as & consequence of complications arising cut of jurisdictional
oonfliots and overlapping functions of the warlous agencies (intere
govormental, occupational and United Nations) which supervisce
European transportation,

50X1
The "ehip Argentine” policy of the Peron Administrstion han
increasingly affested US shipping operations, following the
recont Government order requiring the use of Argontine-flag
vessels for at least B0 percent of exports,

The immodiate effect of the policy has been to reduce
substantially the share of Argentine trade carried in American-
{lag vessela, The Moore MoCommack lLines, largest US-flag oper-
ator in the USeArgentina service, which carried 31 percont of
all Argentine foreign trade in the firagt quarter of 1948, accounted
for only 24 percent of the total in the second quarter. On the
other hand, Doders, the state-owned Arpentine f{leet, increased its
gshare from 9 percent in the {irst querter to 22 percent in the
asocond quarter,

The dhortage of dollar cxchange wuld in any cese have rcsulted
in full utllization of the expending Argentine merchent fleot, es
well as in incroased use of Buropesn bottoms for the developing
trade with Burope., The Avgentine Government, however, by direct

»  intervention, hes mow accelerated this trend.

1f ¢he "chip Argontine” policy contimues to pormit one-helf
of Argontine trede. o move in foreipgm bottoms, and if the policy
is direoted aqually apgainst all foreiga vescels, US shipping lines,
becauss of tholr major shipping role in this areca, will still
ecoount for a sufficiently important part of Argentine traffic to
naintain ech_eduled operationa. If, however, sharp discrimination
is practiced egai nst US wesscels it le probable that US shipping
w. 11 be foroed to withdrew from the Argentina trade, with reper-
cugsions in other areas served by tho lines en route to Argentine
ports. .
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The recent agrecmont between Bizonia and Cormen suthorities
for the acquisition outside Germany of 17,000 new freight cars
was predicated on tho awailability of $569,000,000 in ECA funds
for this purpose. ECA, however, pointing out thet the preliminary
third-quarter ECA progran does not provide these funds, now
recommends that the equipment be purchased with funds provided by
the Joint Export Tuport Ageney in Bizonia. The result of this
complication will bo further delay in tho rehabilitation of
Western Gorman transportation.

50X1

Dogpite a serious shortago of aviation gasoline in Czechoslovmkie,
the Ministry of National Defonse has furnished fuel for tho 63T
transport of munitions to Palestine. The clandestine arms shipments
to Paleatine have obviously been of sufficient economic and politiecal
importence to the Czechoslovak Govermment to warrant the reduction
of high octano fuel ‘stocks to the point of endangering militery
reserves and threatening the foreign operations of the Czechoslovak
national airline. :

The French heve scceded to US representations end agreed not
only to dolay delivery Go Bulpgaria of seven emall aircraft, but
algo to refuse eny request for sale of twinwengine types in vihich
the Bulgarions are said to bs interestetli The French have thus
again demonstrated their willingness to follow US suggestions
concerning matters involving air relations with the Satellite
states. Frence thus esppoars willing to collaborate with the US
if invited to participate in a common air policy for Western
Burope vis-o-vis the Satellites. (Ses Transportation Group
Weokly Summary Wo. 21, 20 July 1948,)

‘China. has formally notified the USSR that it now desires to .
torminate the Sino~Soviet air agreemont of 1939, providing for a

- Joint monopoly of air operations between Aima Ata in the USSR end
- various points in Sinkieng Provinca,

Ihe original agreement provided for joint eperating control,

“tut the USSR gradually assumed &1l the funotions of managemont,

and China became a partieipant in name only., Chinats represant-
ations to the USSR in this regard were complotely ignored.
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Declassified in Paft - Sanitized Copy Approved for Release 2013/04/24 : CIA-RDP78-01617A005000010026_—7




. " ) f . ]
Declassified in If’a_rt - Stanitized Copy A&’rov::i for Release 2013/04/24 . CIA-RE)ETS-M617A005000010026 7
- SE}‘A{ET

Wearh ile, China extended the Centrel Air Transport Compaytsn
air route from Hanking into Sinkiang on e scheduled besis end de-
manded that the monopoly feature of the Sino-Soviet agreement be
rolaxed, The Soviet condition for this concession was reported to
borthecright for Soviet aireraft to oxtend opcrations from
Sinkieng Frovinoe approximately 700 miles castward into Lanchow,
This the Chinese did not conceds and direct competition for local
Sinkieng traffic deweloped. C S

The continuing US - Peruvian oivil aviation digputse may have
gerious ropercussions. Ihe dispute & rose out of The Yeruvian sug=-
pension of Braniff Airweys' operating perait, on the ground that
Braniff was maldng en unauthorized stop at Habans. (Transportetion
Group Weelly, 8 June 1948). Althoupgh US intercession resulted in
the temporary withdrawel of the suspension order pending inter-
governmontal consultations, Peru still maintaing its right to
revoke Bramiff's route authorization under the US-Peruvian bie
leteral civil aviation agreement.

No agreementas reached during the consultations, which were
suspended on 26 July with inconclusive results, The US now o
poses that the dispute be roferred to a mutually satisfactory
arbitral tribunal, Sipoe the dispute involves the interpretation
of an emnibus provision of the bilatoral agracment vhich is in-
cluded in most US eivil aviation agreements, US air rights obteined
throughout the world on & similer basis will be Joopardiged if the
Peruvian position is uphold,

_ Peru heo also indiceted its dosire to invoke inter~-govermmenta
oonsultation on amother outstanding point of difference batween the
%o countries. This is the Peruvian contention that the respective
copacities of sorvices now being offered betwoen the US and Peru
by two US airlines and oné Peruvian & rline sould be reconsidereod.
Fearing US competition, end claiming that traffic is insufficient
to mupport Braniff's servics wi thout grievous offect on Peruvian
International Airweys, Pofu has proposed an immediate reduction of
US eirline fremencies to Peru pending settlement of the entire
capacity question, . '

Poru'ag action in attempting to revoke rights previously
granted %o US airlines isbelieved to be the result of strong
political pressure from the Peruvian national-flag ef rlins, A)though
tho US ie v 1ling to enter into comsultation at eny time, it be=-
lieves that the nepecity isaue is premature, amd that Braniff in eny
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ovent sorves an entirely different area of the US than Peruvien
International. Proposals submitied by Peru on both the route |
aud copacity questions have thus far beon unacceptable to the US, ¢
The probable necessity of protracted megotiations could Fesult
in considerablo’illewill on both sides with consequent adverse
effeot on US politicel end aviation rolations in Latin America.
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